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Message to Shareholders 
This year’s annual report conveys the aims and aspirations 
of Canadians as they invest for the future and strive for goals 


that will take them across borders to new places and new dreams. 


The dreams and goals of the nearly one million Canadians 
who entrust their investments with AGF serve as an important 
catalyst for us to seek opportunity, anticipate challenges and 
make inroads into the global marketplace. 

Over the last year, we continued to build on our momentum 
of success and to strengthen AGF’s position in an increasingly 
competitive market. As we enter the new century, AGF is success- 
fully implementing new strategies in Canada and abroad to lay 
the foundation for another strong year and for the future. 

At AGF we offer investors a fresh perspective on the future. We 
pose the question ‘What are you doing after work?’ because we 
want to underscore our commitment to help Canadians reach any 
destination, any goal or any dream throughout their lifetime. 

For our achievements over the past year, | want to thank our 
employees personally for their energy and effort. | also want to 
express my appreciation to the directors of the company and the 
directors of our funds for helping to ensure AGF enjoyed another 
record year in 1999. | = 


Blake C. Goldring, CFA 
President and Chief Operating Officer 
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At year end, our wholly-owned subsidiary AdminSource Inc. 
administered more than 440,000 third-party unitholder accounts 
with assets under administration of approximately $7.3 billion, 
an increase of $1.9 billion over last year. 

AGF Trust Company grew total assets by 20 per cent with an 
expansion in lending, including a pilot Investment Loan Program 
offered in Ontario. We are now working to obtain the necessary 
approvals to offer this product through independent financial 
advisors across the country. 

AGF implemented a new corporate accounting system to 
improve accountability and facilitate more stringent cost control, 
and we fulfilled our commitment to streamline order processing 
and improve client services by exceeding service level standards. 

We were also able to anticipate and adapt quickly to trends 
and challenges in the marketplace. Building on AGF’s acknow- 
ledged strength in global equity fund management, we developed 
and introduced five fully RSP-eligible foreign equity funds to meet 


the needs of Canadian investors looking for greater foreign 


exposure in their retirement plans. 

Preparation for Y2K and the subsequent smooth transition 
into the new century posed a unique challenge and opportunity 
for the company. A dedicated team of professionals across the 
company were brought together to work towards Y2K readiness. 
Not only did they successfully achieve their Y2K goals, but as a 
group they developed new practice models that can be applied 
to achieve company objectives in the future. 

Our international presence in Dublin, Singapore and London 
continues to provide valuable and multifaceted perspectives on 
money management. Unique among Canadian mutual fund 
companies, AGF's global subsidiaries allow us closer focus on 
foreign markets to benefit investors. 
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Focus on Sales 

Strong sales continued to propel AGF's success during the year — 

a result of coordinated efforts on all fronts. We've expanded our 
network of advisors and we were able to quickly develop funds to 
meet the demand of the product cycle, such as the fully RSP-eligible 
foreign funds. | 

Despite steep declines in sales across the industry, AGF experi- 

_ enced strong net sales during the year. Fiscal 1999 saw net sales for 
AGF of $2.06 billion, a 10.7 per cent share of the industry’s net sales. 
While net sales for the industry dropped 47 per cent year over year, 
AGF net sales were down only 6.6 per cent. 

AGF also enjoyed one of the lowest redemption rates in the indus- 
_ try at 11.1 per cent, compared with 27.2 per cent across the industry. 

Our network of financial advisors has expanded to a total of 
31,000 across the country. This increase demonstrates a marked 
shift towards the full service advice distribution channel. The next chal- 
lenge will be to capitalize on our existing dealer network to 
earn a greater share of their business. 

Sales force automation has also enabled our sales teams to work 
more efficiently and effectively, and to support our team of strong and 
dedicated sales professionals. 

The Harmony wrap program, for clients with a minimum of 
$70,000 to invest, has been reinforced by the introduction of two new 
investment pools and the development of a rebalancing service. 

For the coming year, we are already expanding our sales team 
to maintain a competitive advantage within the industry and plans 
include a new sales office in western Canada. 

We are committed to the wealth continuum to ensure that we 
have the right products and services for each stage of the investment 
life cycle. 
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Focus on Client Services and Administration 

Professionalism in client services and administration is a key 
business driver and AGF is continuing to improve and eae 
client service capabilities. 

In an external survey of client services in Canadian mutual 
fund companies, AGF was first place among large companies and 
is situated within the top quartile for the industry as a whole. 

An ongoing external Customer Satisfaction Tracking program 
has demonstrated continuous improvement in the quality and 
timeliness of order processing, telephone call handling and prob- 
lem resolution. The result is an increase in the overall satisfaction 
of doing business with AGF. 

During the past year, electronic order processing consistently 
surpassed 60 per cent and our established service level standards 
for order processing and client services were met or exceeded 
each month. To highlight our commitment to reduce costs for our 
clients, we have implemented procedures that have lowered 
the expense ratio attributable to administration by 14.5 per cent. 
We have cut overall costs by three per cent. | 

We will continue our focus on giving AGF clients the best 
customer service and strive to be the premier administrative 
provider in the industry. In addition, we are taking measures 
to further increase electronic order delivery and processing, keep 
service levels high, reduce expenses, and collaborate with AGF's 
Information Technology group to take full advantage of new 
developments in systems and technology. 
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Focus on Finance 
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS 


mS =*. Year ended November 30, 1999 versus November 30, 1998 | 
(4%, ye . | 
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Consolidated Financial Results 


aM 


Change 


1998 


SUIS Be OA 


1999 


Years ended November 30, 


Operating Results 

The Corporation is focused on its principal businesses of 
providing wealth management, third-party fund administration 
and trust products and services for individual and institutional 
clients on a global basis. 

Wealth Management Operations 

Revenue 

Management and advisory fee revenue, net of distribution 
fees paid to limited partnerships held by third-party investors 
of $21.2 million (1998 - $23.8 million), reached $299.7 million in 
1999, representing an increase of $54.7 million or 22.3% versus 
1998. Management and advisory fees are calculated as a percent- 
age of average net assets under management. 

The Corporation’s mutual fund assets under management 
increased $3.95 billion during the year, to $18.97 billion from 
$15.02 billion. More importantly, the Corporation’s market share 
of the Canadian mutual fund industry increased 48 basis points 
in 1999, moving from 4.72% to 5.20%. 
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The following table illustrates the composition of the changes 
in mutual fund assets during the past two fiscal years: 


) (in millions of dollars) 1999 1998 
Mutual fund assets under 
management, beginning 


__of year | 1S 15,015;S$ 12,429 
_ Gross sales of mutual funds | 4162 4,069 
Redemptions of mutual funds | (2,101); __ (1,863) 
Net sales , | 2,061 2,206 
‘Market appreciation 
of fund portfolios L889 | 380 
Increase in net assets 3 
during the year 3,950 | 2,586 
Mutual fund assets under 
__management, end of year 3 1S 18965)$ 15,015 


Despite the slowest industry growth since 1995, the 
Corporation achieved net sales of $2.06 billion in 1999, resulting 


ina 10.7% share of net sales of the Canadian mutual fund industry. 


Net sales for the AGF group of funds declined 6.6% in fiscal 1999, 
out-performing the industry's 47% decline in net sales during the 
same period. The Corporation believes that these excellent results 
are attributable to the following key factors: 

& Strong relative investment performance - the mutual funds 
which the Corporation offers to investors have been performing 
strongly with over 79% of mutual fund assets under management 
above industry median performance levels based on three-year 
rates of return as at November 30, 1999, 
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Investment income in 1999 included net gains of approximately 


a $1.6 million realized on the sale of certain marketable securities. 


No significant capital gains or losses were realized in 1998. 
Expenses 

e. Selling, general and administrative expenses ("SG&A") 

_ increased by 13.4% in 1999 to $68.7 million. During the year, the. 

_ Corporation has expended $1.1 million on the Year 2000 Readiness 

i Project. The Corporation also increased its spending on media 


_ advertising to broaden awareness of the AGF brand among 


investors. Despite these increases, SG&A for the Corporation’s 


= mutual fund operations expressed as a percentage of average 
assets under management declined another 3 basis points in 1999 


% following an 8 basis point reduction in 1998. 
.. Trailing commissions. paid to dealers amounted to $73.3 million 


e , 
> tn 1999 as compared to $58.3 million in 1998. The increase is a 
_/ function of the growth in the Corporation’s mutual fund assets 
under management. 


Investment advisory fees paid to external investment advisors 
increased $6.2 million, or 28.8%, in 1999 to $27.8 million as com- 
pared to $21.6 million in 1998. The increase is a result of the growth 
in assets of the funds which are advised by such external invest- 
_ment advisors since advisory fees are typically determined on the 
basis of a percentage of assets under management. The rate of 
growth of investment advisory fees is expected to slow in 2000 
following the realignment of investment advisory responsibilities 
in respect of certain of the AGF funds in late 1999. 

Amortization of deferred selling commissions increased to 
$59.8 million in 1999 from $42.8 million in 1998 because of the 
Corporation’s decision to finance internally the selling commissions 
paid on sales of DSC securities in recent years. These selling commis- 
sions are recorded at cost and are amortized on a straight-line basis 
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over a period which corresponds with the applicable DSC schedule ‘ 
(which generally ranges from six to eight years). : 

Amortization of management contracts represents the portion 
of the 20/20 Financial Corporation purchase price assigned to — 
management contracts amortized on a straight-line basis over a 
15-year period. 

During the year, intensive cash management yielded signifi- 
cant savings in interest paid. This, together with the repayment of — 
bank loan and loan notes of $7.0 million and $2.2 million, respec- 
tively, resulted in a 12.6% decline in long-term interest nee 
in 1999 as compared to 1998. 

Trust Company Operations 

Strong economic growth coupled with low inflation were 
favourable factors that had a positive impact on the operating 
results of AGF Trust Company ("Trust Company"). Net investment 
income amounted to $2.9 million or an increase of $0.2 million 
’ from the previous year. Net income, which amounted to $1.0 
million, a reduction of $0.3 million from the previous year, was 
adversely affected by a write-down in the Trust Company's 
investment portfolio and costs associated with the start up of an 
investment loan program. General, administrative and operating 
expenses for the year totalled $19 million as compared to $1.7 
million last year. 

Mortgage assets increased by 13.9% to $131. 6 million of 
which 65.6% were insured. Conventional impaired loans over 
90 days net of specific reserves declined during the course of the 
year and stood at $313,000 or 0.69% of total uninsured loans. 
Notwithstanding the continued improvement in the risk profile of 
the mortgage portfolio, the general allowance for credit losses was 
increased by $110,000 to $310,000 during the course of the year. 
The Trust Company has a prudent policy to increase the general 
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Income Taxes 


Financial Position 


In 1998, the Corporation purchased a minority interest of 
30.0% (fully diluted) of NCL for $17.7 million with the option to 
facquire majority control at any time after December 31, 2000. 
_ Shareholders’ equity increased 21.8% during the year to 
_ $284.2 million as at November 30, 1999. In addition to net income 
retained in the business of $50.1 million, the Corporation received 
_ $4.3 million from the issuance of Class B shares pursuant to the 
_ stock option and dividend reinvestment plans. During 1999, the 

_ Corporation purchased for cancellation 146,800 Class B shares at 
_ an aggregate cost of $3.3 million. 
Liquidity 
The Corporation maintains eufhicent liquidity and capital to 
4 ‘meet ongoing business needs, to satisfy regulatory requirements 
and to acquire new businesses should opportunities arise. In addi- 
tion to its cash and short-term investments, the Corporation has a 
ten-year prime-rate-based revolving term loan facility to a maxi- 
mum of $140.0 million that may be used at any time to meet 
operational or investment needs. 

As at November 30, 1999, the Corporation has drawn $71.0 
million against the available loan amount, as compared to $78.0 
million at November 30, 1998. It is anticipated that cash flow from 
operations will be sufficient to meet the Corporation’s operational 
and selling commission requirements in 2000 and to repay a 
portion of the outstanding bank loan amount. 

Hedging Activities 

The Corporation has hedged its risk exposure to higher 
interest rates by entering into three interest rate swap transactions 
which expire between October 28, 2007 and January 27, 2008. 
These swap transactions convert the floating interest rates paid 
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Rules We Follow. 
Values We Preserve. 
Governing Bodies 


Code of Ethics 


| managers and others with 


access to information used in » 
making investment decisions, 
and a variety of other matters. 
From time to time, as appropri- 
ate, the Code is supplemented 
by memoranda delivered to 
directors, officers and employees 
clarifying or expanding provi- 
sions of the Code. 

The Boards of Directors 

1. Descriptions and Mandate 

of the Boards 

The Corporation's Board has 
responsibility for the steward- _ 
ship of the Corporation and 
discharges that responsibility by 
providing advice and direction 
with respect to the business 
plans of the Corporation and 
monitoring the operations of 
its subsidiaries. The Boards 
of the various subsidiaries are 
responsible for reviewing and 
monitoring the strategic plans 
of those businesses. In carrying 
out its responsibilities, the 
Corporation's Board appoints 
the Chief Executive Officer and 
meets with senior executives 
on a regular basis to receive 
and consider reports on the 


affairs of the Corporation. The 
Board expects these reports to 
be comprehensive, accurate and 
timely. In addition to approving 
specific corporate actions, the 
Board receives and approves 
annual and interim reports to 
shareholders, including annual 
and interim financial statements. 
__ 2. Membership 

on the Boards 

The majority of the 
members of the Boards of the 
Corporation and AGF Trust 
Company are unrelated to the 
Corporation and its subsidiaries, 
meaning they are free from any 
interest and any business or 
other relationship which could 
reasonably be perceived to 
materially interfere with their 
ability to act with a view to the 
best interest of the Corporation, 
other than interest arising 
from shareholding. In the year 
ended November 30, 1999 the 
directors were: Stuart E. Eagles, 
Walter A. Keyser, David King, 
Claudette MacKay-Lassonde 
and Milan M. Nastich. 
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3. Boards of the 
Mutual Funds 


4. Board Representation 
and Independence from 
Management 
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5. Committees 
of the Corporation’s Board 


The Audit Committee 
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statements. During the year 

ended November 30, 1999 the 
Audit Committee met four times. 

The Corporate Governance 

Committee | 

The Corporate Governance 
Committee is responsible for 
developing the Corporation’s 
approach to governance issues, 
including the Corporation’s 
response to governance guide- 
lines. The committee reviews 
annually and makes recommen- 
dations to the Board on all | 
matters relating to corporate _ 
governance. 

6. Orientation and 

Education 

The Corporation has estab- 
lished a system of orientation 
and ongoing education for its 
directors. As part of this pro- 
gram, the Corporation provides 
directors with updates on the 
_ mutual fund and financial ser- 
vices industries, briefings on 
corporate governance practices 
and other relevant issues. 


7. Shareholder 

Communication 

The Corporation believes 
that shareholder communication 
and feedback are essential. 
This belief is based on the 
stake shareholders have in the 
Corporation's business and the 
importance to shareholders of 
ensuring that trading prices and 
volumes of the Corporation’s 
Class B non-voting shares are 
not adversely affected by a lack 
of information in the market- 
place. Shareholder inquiries are 
promptly responded to by the 
Corporate Secretary or another 
senior officer of the Corporation. 
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Auditors' Report 


To the Shareholders of 
AGF Management Limited: 


We have audited the consolidated balance sheets of AGF 
Management Limited as at November 30, 1999 and 1998 and 
the consolidated statements of income, retained earnings and 
cash flow for the years then ended. These financial statements 
are the responsibility of the Corporation's management. 

Our responsibility is to express an opinion on these financial 
statements based on our audits. 

We conducted our audits in accordance with Canadian 
generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements 
present fairly, in all material respects, the financial position of 
the Corporation as at November 30, 1999 and 1998 and the results 
of its operations and its cash flow for the years then ended 
in accordance with Canadian generally accepted accounting 
principles. 


Wallies cies teens Genrer, iste 


Chartered Accountants 
January 14, 2000 
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CONSOLIDATED BALANCE SHEETS 
(in thousands of dollars) 
November 30 1999 1998 


ASSETS 
Wealth Management Operations 
Current assets: 


Cash and term deposits $ 31,804 $ 46,500 
Short-term investments 24,427 6,744 
Accounts receivable and prepaid expenses 29,391 22,765 
85,622 76,009 
Investment in associated company (Note 2) 18,595 19,607 
Other investments 1,779 1,896 
Management contracts, net of accumulated i 
amortization of $20,403 (1998 - $15,278) 56,476 61,601 
Deferred selling commissions, net of accumulated 
amortization of $160,044 (1998 - $100,199) 308 420 234,716 
Capital assets, net of accumulated amortization 
of $26,152 (1998 - $21,142) 14,924 iZ85o 
Goodwill, net of accumulated amortization 
of $2,731 (1998 - $2,435) 1,503 L799. 
A487 319 408,481 
Trust Company Operations 
Cash and term deposits 15,825 6,840 
Accounts receivable and other assets 2,470 2,004 
Investments 6,378 6,183 
Mortgages and other loans 131,753 115,513 
156,426 130,540 
$ 643,745 $ 539,021 


LIABILITIES AND SHAREHOLDERS' EQUITY 
Wealth Management Operations 
Current liabilities: 


Accounts payable and accrued liabilities $ 43,698 $37,637, 
Income taxes payable 314 2,964 
Provision for leased premises 348 360 
44,360 40,961 
Provision for leased premises 1,089 1,435 
Loan notes payable (Note 2) 1,048 3422 
Bank loan (Note 9) 71,000 78,000 
Deferred income taxes 101,018 65,733 
216,015 1eOeS5s 

Trust Company Operations 
Accounts payable and accrued liabilities 4,209 3,706 
Deposits 136,777 112,381 
140,986 116,087 

Shareholders’ equity: 

Capital stock (Note 4) 99,477 95,498 
Retained earnings 184,579 137,484 
___ Foreign currency translation adjustment ef 108 401 
284,244 233,303 
643,745 539,021 


APPROVED BY THE BOARD: 


___C. Warren Goldring, Director W. aoe eee Director 


CONSOLIDATED STATEMENTS OF INCOME 
(in thousands of dollars, except per share amounts) 


Years ended November 30 1999 1998 
Revenue 
Wealth Management Operations 
Net management and advisory fees $ 299,686 $245,017 
Administration fees and other revenue 24,344 19,706 
Deferred sales charges 19,675 12,930 
Investment income 2,406 1,435 
346,111 279 088 
Trust Company interest, dividends and administration fees 10,592 9,734 
356,703 288 822 
Expenses 
Wealth Management Operations 
Selling, general and administrative 68,724 60,604 
Trailing commissions 73,291 58,268 
Investment advisory fees 27 845 21,626 
Amortization of deferred selling commissions 59,845 42,767 
Amortization of management contracts 5 125 yal 4s) 
Amortization of anil assets and goodwill 5,306 A825 
Long-term interest expense SA 4,508 
244,077 1977238 
Trust Company Operations 
Interest on deposits 6,662 6,087 
General and administrative 2,710 1,954 
Provision for mortgage losses 220 192 
9,592 8.233 
253,669 205,956 
Income before income taxes 103,034 82,866 
Income taxes (Note 6) 
Current 6,039 6,740 
Deferred 35,285 27 349 
41.324 34,089 
Net income for the year $ 61,710 $ 48,777 
Earnings per share (Note 4 (e)) 
a Basic $ Lesh $ ed 
Fully diluted S28 52 $2 ani 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 
(in thousands of dollars, except per share amounts) 


Years ended November 30 1999 1998 
Retained earnings, beginning of year $ 137,484 $.:°99' 263 
Net income for the year 61,710 48,777 
ne 199,194 148,040 
Deduct: 
Dividends on Class A and Class B shares 
(30¢ per share; 1998 — 26¢ per share) 11,642 9,970 
Excess pa over overage issue price of Class B shares . 
purchased for cancellation 2973 586 


14.615 10,556 
Retained earnings, end of year $ 184,579 $ 137,484 


CONSOLIDATED STATEMENTS OF CASH FLOW 
(in thousands of dollars, except per share amounts) 


Years ended November 30 


kaa 1998 
Operating activities 
Net income for the year Stroy RV AEG) $48 777. 
Items not affecting cash 
Amortization of deferred selling commissions 59,845 42,767 
Deferred income taxes 35,285 27 349 
Amortization of management contracts 5125 5 25 
Amortization of capital assets and goodwill 5,306 4,825 
Other (1,340) (884) 
165,931 1275959 
Net (increase) decrease in non-cash balances related to operations (2,228) 11,926 
163,703 139,885 
Financing activities 
Net change in Class B shares 1,006 2,002 
Increase (decrease) in bank loan (7,000) 40,000 
Increase (decrease) in loan notes payable (2,232) Sid ieee 
Dividends (11,642) (9,970) 
Increase in Trust Company deposits 24,396 9,130 
4528 44,357 
Investing activities 
Deferred selling commissions paid (133,549) (127,861) 
Investment in associated company (17,680) 
Purchase of capital assets (7,081) (6,519) 
Net proceeds on sale of investments 1,354 -- 
Increase in Trust Company mortgages and other loans (16,240) (8,777) 
Purchase of investments - Trust Company Operations (743 (1,545) 
(156,259) (162,382) 
Increase in cash and cash equivalents during the year 11,972 21,860 
Balance of cash and cash equivalents, beginning of year 60,084 38,224 
Balance of cash and cash equivalents, end of year $ 72,056 $60,084 
Represented by: 
Cash and term deposits 
Wealth Management Operations $ 31,804 $ 46,500 
Trust Company Operations 15,825 6,840 
Short-term investments 24,427 6,744 
$207 2,056 $ 60,084 
Cash flow from operations per share (before net change in non-cash 
balances related to operations - Note 4(e)) 
Basic $ 4.28 $ 3.34 
Fully diluted $ 4.05 $ S31] 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


for the years ended November 30, 1999 and 1998 
(in dollars, except as otherwise stated) 


As Financial statements presentation 
(a) Description of business 


AGF Management Limited ("AGF") is incorporated under the Business Corporations Act (Ontario). AGF 
is an integrated, globally focused wealth management corporation whose principal subsidiaries provide 
mutual fund management and distribution, trust products and services (including mortgage lending and 
deposit taking activities), investment advisory services and third-party fund administration services for 
action and institutional clients. AGF Seiden the management and distribution of mutual funds in 
Canada under the brand names AGF and Harmony (collectively, the "AGF Funds"). 


(b) The financial statements have been prepared in accordance with accounting principles generally accepted in Canada. 
The significant accounting policies are as follows: 


Consolidation 


The consolidated financial statements include the accounts of AGF and all of its directly and indirectly owned 
subsidiaries and partnership (collectively referred to as the "Corporation". The principal entities of AGF are: 


AGF Funds Inc. 

AGF International Advisors Company Limited 
AGF Asset Management Asia Lta. 

AGF Trust Company ("Trust Company") 

AGF Securities (Canada) Limite 

AGF Securities, Inc. 

AdminSource Inc. 

AdminSource (UK) Limited 

AdminSource Holdings (UK) Limited 

AGF International Company Limited 

20/20 Financial Corporation ("20/20 Financial") 
AGF Limited Pees 1998 


Foreign currency translation 


Assets and liabilities of foreign subsidiaries are translated into Canadian dollars at the rates of exchange 
in effect at year-end. Revenue and expenses of foreign subsidiaries are translated into Canadian dollars 
at average rates of exchange during the year. 


Investments in foreign associated companies and any related debt and foreign exchange forward contracts 
are translated into Canadian dollars at the rates of exchange in effect at year-end. Unrealized translation 
gains and losses are reported in a separate component of shareholders’ equity as a foreign currency 
translation adjustment. 


Investments 


Short-term investments are carried at the lower of cost and market value. Long-term investments are carried 
at cost and are only written down on indication of permanent impairment in the carrying value. 


Management contracts and goodwill 


The purchase price of acquisitions accounted for under the purchase method and the purchase price 
of investments accounted for under the equity method are allocated based on the fair values of the net 
identifiable assets acquired, including management contracts. The excess of the purchase price over the 
values of such assets is recorded as goodwill. 


The value assigned to management contracts is amortized on a straight-line basis over 15 years. Goodwill 
relating to Wealth Management operations is amortized on a straight-line basis over 15 years and goodwill 
relating to Trust Company operations is amortized on a straight-line basis over 5 years. The carrying values 
of management contracts and goodwill are regularly assessed by management reviewing the discounted 
Mocdied: cash flows of the assets acquired as well as the roletertes 


Deferred selling commissions 


Selling commissions paid on mutual fund securities sold on a contingent deferred sales charge ("DSC") 
basis are recorded at cost and are amortized on a straight-line basis over a period which corresponds 
with the applicable DSC schedule (which ranges from six to eight years). Unamortized deferred selling 
commissions are written down to the extent that the carrying value exceeds the expected future revenue. 
Revenue includes the deferred sales charges received from investors when mutual ad securities sold 
on a DSC basis are redeemed. 


Capital assets 
Capital assets, which are comprised of office furnishings, computer equipment, leasehold improvements 


and computer software, are stated at cost, net of accumulated amortization. Amortization is computed 
on the following methods based on the estimated useful lives of the assets: 


Office furnishings 20% declining balance 

Computer equipment 30% declining balance 

Leasehold improvements straight-line over term of related lease 
Computer software straight-line over three years 


Mortgages 


Mortgage loans are carried at amortized cost less principal repayments, net of an allowance for mortgage 
losses. Interest income from mortgages is recorded on an accrual basis. Accrued but uncollected interest 
on uninsured mortgages is reversed when loans are placed on a non-accrual basis. Loans are classified 

as non-accrual when, in the opinion of management, there is reasonable doubt as to the collectibility, either 
in whole or in part, of interest or principal or when principal or interest is past due 90 days, except where 
the loan is both well-secured ta the process of collection. In any event a loan that is insured Ee the 
Federal Government or an agency thereof is classified as non-accrual when principal or interest is past 
due 365 days, or in the case of other loans, when they are contractually in arrears for 180 days. Thereafter, 
interest income is recognized on a cash basis only after specific provision for losses has been recovered 
and provided there is no further doubt as to the collectibili 


ity of the principal. 
Stock option plans 


Stock option plans are described in Note 4 (d). No compensation expense is eoraieed when stock 
options are granted or exercised. Consideration paid by employees on exercise of stock options is credited 
to capital stock. 


2. Investment in associated company 


On January 21,1998, AGF purchased a minority interest of 30.0% (fully diluted) of NCL (Securities) Limited ("NCL") 
for $17,680,000 with the option to acquire majority control after three years. NCL, which is based in the United 
Kingdom, provides private client asset management and institutional fund management and advisory services to a 
broad range of clients. The purchase is being accounted for by the equity method with the results stonetaie ns of 
NCL pdeded in the consolidated financial statements from the date of purchase. During 1999, the Corporation's share 
of the net earnings of NCL, net of amortization of goodwill, amounted to $640,000 (1998 - $820,000). 


The purchase price allocation and consideration paid are summarized as follows: 


(000’s) 
Net assets acquired 
Net tangible assets S$ 8GO7> 
Goodwill 11,105 
$ 17,680 


Consideration paid 
Cash $ 14,485 


Loan notes (£1,361) due September 30, 2004, 


with an interest rate reset semi-annually 


based on LIBOR 8195 


The goodwill resulting from the investment is being amortized on a straight-line basis over 15 years. 


To hedge its currency exposure in connection with the investment in NCL, the Corporation has entered into a 
foreign exchange forward contract to sell U.K. £7,000,000 on April 17, 2000 at an exchange rate of 2.4015 for 
CDN $16,810,000. The fair value of the forward contract at November 30,1999 has been included in the foreign 


currency translation adjustment. 


Investment in subsidiary company 


On October 8, 1999 AGF, through its wholly-owned United Kingdom subsidiary, AdminSource Holdings (UK) 
Limited ("ASH"), acquired for $1,801,000 cash consideration, the business together with certain of the assets of 

a company engaged in the development and licencing of customized investment industry software. The investment 
is being accounted for by the purchase method of accounting with the results of operations of ASH included in 
the consolidated financial statements from the date of investment. 


Capital stock 

(a) Authorized capital 
The authorized capital of AGF consists of an unlimited number of Class B Non-Voting Shares ("Class 
B shares") and an unlimited number of Class A Voting Common Shares ("Class A shares"). The Class B 
shares are listed for trading on The Toronto Stock Exchange. The issued and outstanding Class B and 
Class A shares were subdivided on a three-for-one basis on February 13, 1998. All number of shares 
and per share amounts have been restated to give effect to the share subdivision. 


(b) Movement during the year 


The movement in capital stock during 1998 and 1999 is summarized as follows: 


Number of Amount 
shares issued (000's) 

Class B shares 
Balance, November 30, 1997 38,05tfo57 $ 92,910 
Issued through dividend reinvestment plan 1,728 34 
Stock options exercised 498,848 2,666 
Purchased for cancellation (45,500) (112) 
Balance, November 30, 1998 38,506,635 95,498 
Issued through dividend reinvestment plan 11,638 269 
Stock options exercised 622,020 4,080 
Purchased for cancellation (146,800) (370) 
Balance, November 30, 1999 38,993,493 99,477 


Class A shares 
Balance, November 30, 1999, 1998 and 1997 28,800 


Total stated capital $ 99,477 


(c) Class B shares purchased for cancellation 


AGF has obtained applicable regulatory approval to purchase for cancellation, from time to time, certain 

of its Class B shares through the facilities ot The Toronto Stock Exchange. Present approval for such purchases 
extends through to February, 2000. It is the Corporation's intention to Hie for a one-year extension of the 
regulatory approval to purchase Class B shares for cancellation. 


(d) Stock option plans 
AGF has established stock option plans for senior employees under which stock options to purchase an 
aggregate maximum of 2,885,838 Class B shares could have been granted as at November 30, 1999. 
Stock options are vested to the extent of 25% to 33% of the individual's entitlement per annum. 


The movement in stock options during 1999 is summarized as follows: 


Options Options Options Options Options 


outstanding granted exercised ~— cancelled outstanding 

Exercise Dec. 1, during during the — during the Nov. 30, 

Expiry Date Price 1998 the year year year 1999 
Sep. 14,1999 $21.67 80,000 = 80,000 oe a 
Jun. 14, 2000 1.67 33,600 = 3,600 = 30,000 
Dec. 20, 2001 2.46 138,750 “7 = 138,750 
Jul. 20, 2003 4.46 238,875 es 500 = 238,375 
Nov. 22, 2004 4.88 22,500 ae e 22,500 
Jan. 5, 2005 D504 52,500 = 7,500 = 45,000 
Jan. 18, 2005 5.46 75,000 A = 75,000 
Dec. 7, 2000 5.60 244,707 2: 99707. “= 145,000 
May 3, 2001 O.30 938,300 = 297 800 = 640,500 
Sep. 26, 2001 8.58 70,000 = 20,000 a 50,000 
Nov. 21, 2001 10,15 295,000 2 85,000 4,000 206,000 
Jun. 4, 2002 13S, 191,000 = 17,500 a 173,500 
Jun. 25, 2002 14.86 34,000 = 4,000 Re 30,000 
Jul. 15, 2002 15.76 12,000 # * = 12,000 
Dec. 5, 2002 20.51 6,000 = 6,000 a 
Jan. 29, 2003 16.07 90,000 = oe 90,000 
Jun.25, 2005 21.41 135,146 = = as 135,146 
Jun. 25, 2003 21.41 78,068 = 413 7 862 67,773 
Jul. 2, 2005 23.62 25,000 - re = 25,000 
Jul. 2, 2003 23:62 4,240 3 = = 4,240 
Sep. 4, 2005 16.30 30,000 : = = 30,000 
Sep. 24, 2003 16.62 6,000 = 3,000 3,000 
Dec. 14, 2003 PPD ste 4,031 = “ 4,031 
Dec. 17, 2003 22.31 -* 10,000 = - 10,000 
Jan. 28, 2004 26.03 = 37,000 = * 37,000 
Jun. 24, 2006 PEAS = 168,750 = a 168,750 
Jun. 24, 2004 2293 = 1493750 2,500 117,250 


2,800,686 LEY Ze y 622,020 17/362 2,500,835 


During 1998, options were granted to purchase 388,569 Class B shares at per share prices ranging 
from 31 6.07 to $23.62, with expiry dates ranging from December 5, 2002 to September 4, 2005. 
Options to purchase 545,463 Class B shares at per share prices ranging from $1.67 to $21.41 were 
exercised or cancelled. 


(e) Per share amounts 


Basic and fully diluted earnings per share and cash flow from operations per share (as restated per note 4(a)) 
have been computed using the weighted average number of Class A and Class B shares outstanding during 
the year. Fully diluted earnings per share and cash flow from operations per share have been computed on 
the boa that all of the stock options had been exercised at the beginning of the year. 


it Agreements with mutual funds 


The Corporation acts as manager for the AGF Funds and receives management and advisory fees from 
the AGF Funds in accordance with the respective agreements between the funds and the Corporation. 

In return, the Corporation is responsible for management and investment advisory services and all costs 
connected with the distribution of securities of the ae Substantially all the management and advisory 
fees the Corporation earned in 1999 and 1998 were from the AGF Funds. As at November 30, 1999, 

the Corporation had $15,982,000 (1998 - $10,498,000) receivable from the AGF Funds. The Corporation 
also acts as trustee for the AGF Funds that are mutual fund trusts. 


The Corporation directly provides unitholder services to the funds and is compensated for such services. 
These services are provided in the normal course of operations and are recorded at the amount of considera- 
tion agreed to by the parties. The aggregate unitholder services costs absorbed and management and advi- 
sory fees waived by the Corporation during the year were approximately $2,476,000 (1998 - $2,127,000). 


Income taxes 


The Corporation's effective income tax rate is comprised as follows: 
p p 


Years ended November 30 1999 1998 
Canadian corporate tax rate 44.6% 44.6% 
Tax-exempt investment income (0.5) (0.2) 
Rate differential on earnings of foreign subsidiaries (6.6) (52) 
Amortization of management contracts and goodwill 23 2° 
Other 0.3 (0.5) 
Effective income tax rate 40.1% 41.1% 


As at November 30,1999, certain subsidiaries of the Corporation have accumulated aggregate income tax losses of 
approximately $4,194,000 (1998 - $3,045,000) that may be used to reduce taxable income in the future. These tax 
loss carry-forwards expire between 2003 and 2006. The potential tax benefits pertaining to $360,000 of these tax 
losses have not been recognized in the consolidated financial statements. 


Commitments 


The Corporation is committed under operating leases for office premises (excluding amounts provided for in the financial 
statements) which require approximate minimum rental payments as follows: 


(000's) 
2000 $ 2761 
2001 2,077 
2002 2,501 
2003 1,048 
2004 464 


Limited partnership financings 


Selling commissions paid on certain sales of mutual fund securities of the AGF Funds made on the DSC basis ("DSC 
securities") have been financed by limited partnerships held by third party investors. Up to November 30,1999, such 
limited partnerships have financed selling commissions of approximately $260 million in respect of such DSC securities. 
The Corporation is obligated to pay the relevant limited partnership an annual fee of 0.50% to 0.90% of the net asset 
value of DSC securities. These amounts have been deducted from management and advisory fees. The limited partner- 
ships also receive any contingent deferred sales charges resulting from the redemption of such securities. These obliga- 
tions continue as long as such DSC securities remain outstanding except for certain of the limited partnerships, in which 
case the obligation terminates at various dates from December 31, 2006 to December 31, 2012. For certain limited 
partnerships the obligation is secured by the Corporation's mutual fund management contracts to the extent of the 
particular obligation. 


During 1998 and 1999 ten of the AGF and 20/20 limited partnerships amalgamated to form AGF Master Limited 
Partnership. One additional AGF limited partnership will amalgamate with AGF Master Limited Partnership in January 
2000. The amalgamations did not change the Corporations chligelfons in respect of the relevant DSC securities in 
any material respect. 


As at November 30, 1999, the net asset value of DSC securities financed by the limited partnerships was $3.9 billion 
(1998 - $4.1 billion). 


The Corporation is responsible for the management and administration of the limited partnerships. These services 
are provided in the normal course of operations and are recorded at the amount of consideration agreed to by the 


parties. The amount of fees received in 1999 was $677,000 (1998 - $785,000). 


10. 


Bank loan 


The Corporation has arranged a ten-year prime rate based revolving term loan to a maximum of $140.0 million with 

a Canadian chartered bank. Under the loan agreement, the Corporation is permitted to avail the term loan by direct 
advances and/or Bankers’ Acceptances. The term loan is available at any time for a period of 364 days from commence- 
ment of the loan (the "Commitment Period"). The expiration of the current Commitment Period is June 30, 2000. However, 
the Corporation may request by April 15, 2000, and prior to April 15 in any calendar year thereafter, for a recommence- 
ment of the ten-year term at the expiry of the then current Commitment Period. 


No repayment of the principal amount outstanding pursuant to the term loan is required during the first three years of 
the then applicable term. Thereafter, the loan balance shall be repaid in minimum monthly instalments of at least one- 
eighty-fourth of the amount of principal outstanding. Security for the loan includes a specific claim over the management 
fees owing from the mutual funds (subject to the existing claims of related limited partnerships) for which the Corporation 
acts as manager and, depending upon the amount of the loan outstanding, an assignment of AGF's investments in 20/20 
Financial and AGF International Company Limited. 


As at November 30, 1999, the Corporation has drawn $71.0 million against the available loan amount in the form 
of 11-day to 71-day Bankers’ Acceptances at an effective interest rate of 5.21% per annum. 


Interest rate swap transactions 


The Corporation has entered into, for hedging purposes, three interest rate swap transactions (the "Swap Transactions") 
with a Canadian chartered bank. The Swap Transactions expire between October 28, 2007 and January 27, 2008. They 
involve the exchange of three-month bankers’ acceptance floating interest rates for fixed interest rates of 5.47% to 5.56% 
per annum. As at November 30, 1999, the aggregate notional amount of the Swap Transactions was $70.0 million. 

The aggregate fair value of the Swap Transactions which represents the amount that would be paid (received) by 

the Corporation if the transactions were terminated at November 30,1999 was $(1,967,000). 


Fair value of financial instruments 


(a) Wealth Management Operations 


1999 1998 
(000’s) Carrying Estimated Carrying Estimated 
Value Fair Value Value Fair Value 
Short-term investments $924,427. $ 24,741 $ 6,744 $ ote 18 
Other investments 1,779 4,628 1,896 5,585 
26,206 29,369 8,640 12,703 


The estimated fair value of securities with an available trading market is based on their quoted market value. Investments 
that have no trading market are valued based on management estimates using common valuation techniques. 
Short-term investments include $23,100,000 (1998 - $5,310,000) in investments in various AGF Funds. 


(b) Trust Company Operations 


1999 1998 
Carrying Estimated Carrying Estimated 
(000's) Value Fair Value Value Fair Value 
Investments $26,378 $ 6,018 Siae6 183 $ 5844 
Mortgages and other loans 191-758 129,569 TS 513 116,770 
$ 138,131 $ 135,587 $ 121,696 $ 122,614 


Deposits 136,777 135,415 112,381 114,237 


The estimated fair value of securities with an available trading market is based on their quoted market value. The estimat- 
ed fair value of loans and deposits is determined by discounting the future cash flow at prevailing interest rates for loans 
and deposits with similar terms and applicable credit risks. 


As at November 30,1999, the Corporations mortgage and other loan portfolio was comprised substantially of fixed 
rate residential mortgages, of which $86.1 million is CMHC insured, with a weighted average term to maturity of 2.5 
yeas and a weighted average yield of 7.45%. The carrying value of mortgages is net of an allowance for mortgage 


osses of $390,000 (1998 - $480,000). 


As at November 30,1999, deposits were comprised substantially of guaranteed investment certificates with a weighted 
average term to maturity of 2.4 years and a weighted average interest rate of 5.58%. 


(c) Other financial assets and financial liabilities of the Wealth Management Operations and Trust Company 
Operations are recorded at cost, which approximates fair value. 


Supplemental disclosure of cash flow information 


Interest payments in 1999 were $10,628,000 (1998 - $10,645,000). 
Income tax payments in 1999 were $8,439,000 (1998 - $6,590,000). 


Year 2000 


The Year 2000 Issue arises because many computerized systems use two digits rather than four to identify a year. Date- 
sensitive systems may recognize the Year 2000 as 1900 or some other date, resulting in errors when information using 
Year 2000 dates is processed. In addition, similar problems may arise in some systems which use certain dates in 1999 
to represent something other than a date. The effects of the Year 2000 Issue may be experienced before, on, or after 
January 1, 2000, and, if not addressed, the impact on operations and financial reporting may range from minor errors 
to significant systems failure which could affect the Corporation's ability to conduct normal business operations. It is 

not possible to be certain that all aspects of the Year 2000 Issue affecting the Corporation, including those related to 
the efforts of customers, suppliers or other service providers, will be fully resolved. 
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AGF TRUST COMPANY 


BALANCE SHEETS 
(in thousands of dollars) 


as at December 31 1999 1998 
ASSETS 
Cash and short-term investments Ste 2A4 $7619 
Securities 6,290 6,195 
Mortgages receivable 134412 116,211 
Consumer loans receivable 1,866 -- 
Accrued interest receivable Vi2 706 
Accounts receivable 1,062 850 
Income taxes recoverable 161 -- 
Deferred charges 832 609 
Capital assets 133 237 
Other assets 35 96 
TOTAL ASSETS $ 156,507 $132523 
LIABILITIES 
Deposits 
Demand deposits Sai A106 $ 907 
Short-term deposits 3,991 673 
Guaranteed investment certificates 130,898 111,939 
136,395 113,519 
Accounts payable and accrued liabilities 3,899 3,736 
Income taxes payable ~~ 72 
Deferred income taxes A426 385 
Deferred income 92 74 
140,812 117,786 


SHAREHOLDER’S EQUITY 


Capital stock 9,700 9,700 
Retained earnings 5,995 5,032 
15,695 14,737 


TOTAL LIABILITIES & SHAREHOLDER’S EQUITY 156,507 132,523 


CONSOLIDATED TEN-YEAR REVIEW 


Operations ($000) 
Total revenue 
Net income 
Dividends 


Financial Position ($000) 
Working capital 
Long-term debt 
Shareholders’ equity 
Return on equity’ 


Per Share ($) 
Net income basic 
Dividends 
Book value 


Mutual fund assets under 
administration ($000,000) 


1999 


356,703 
61,710 
11,642 


55,348 
72,048 
284,244 
23.8% 


Lo? 
0.30 
728 


18,966 


1998 


288,822 
48,777 
9,970 


40,186 
81,422 
233,383 
22.9% 


Ze 
0.26 
6.06 


15,015 


1997 


236,759 
40,489 
6,491 


30,903 

38,000 

92,173 
21.1% 


109 
0.17 
5.05 


12,429 


1996 


178,993 
22,403 
6,272 


5,476 
60,000 
115,565 
19.4% 


0.74 
0.20 
3.70 


10,075 


'For 1998-1999 net income sdieeas of average shareholders’ equity for the year. For 1990-1997 net income as percentage 


of shareholders’ equity at en 


of year. 
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